UNI TED STATES OF AMERI CA
BEFORE FEDERAL TRADE COWM SSI ON

In the Matter of

American Hone Products Corporation, File No. 971-0009
a corporation.

AGREEMENT CONTAI NI NG CONSENT ORDER

The Federal Trade Comm ssion (" Comm ssion"), having
initiated an investigation of the Acquisition of the aninal
heal th busi ness of Solvay S. A ("Solvay") by Amrerican Hone
Products Corporation ("AHP'), and it now appearing that AHP,
hereinafter sonetimnmes referred to as "Proposed Respondent,” is
wlling to enter into an Agreenent Containi ng Consent O der
("Agreenent") to (i) divest certain assets, (ii) license certain
assets, (iii) Contract Manufacture certain products, and (ivV)
provide for certain other relief:

| T 1 S HEREBY AGREED by and between Proposed Respondent, by
its duly authorized officers and its attorneys, and counsel for
t he Conm ssion that:

1. Proposed Respondent AHP is a corporation organi zed, existing,
and doi ng busi ness under and by virtue of the |aws of the
state of Delaware, with its principal place of business
| ocated at Five Gralda Farns, Madi son, New Jersey 07940.

2. Proposed Respondent admts all the jurisdictional facts set
forth in the draft of conplaint here attached.
3. Proposed Respondent wai ves:
(a) any further procedural steps;
(b) the requirenment that the Comm ssion's decision contain a
statenent of findings of fact and concl usi ons of |aw,
(c) all rights to seek judicial review or otherw se to
chall enge or contest the validity of the order entered
pursuant to this Agreenent; and



(d) any clains under the Equal Access to Justice Act.

Thi s Agreenent shall not becone part of the public record of
the proceeding unless and until it is accepted by the
Commssion. If this Agreenment is accepted by the Conm ssion
it, together with the draft of conplaint contenpl ated
thereby, will be placed on the public record for a period of
sixty (60) days and information in respect thereto publicly
rel eased. The Comm ssion thereafter nmay either wthdraw its
acceptance of this Agreenment and so notify the Proposed
Respondent, in which event it will take such action as it may
consi der appropriate, or issue and serve its conplaint (in
such formas the circunstances nay require) and decision, in
di sposition of the proceedi ng.

This Agreenent is for settlenment purposes only and does not
constitute an adm ssion by the Proposed Respondent that the
| aw has been violated as alleged in the draft of conplaint
here attached, or that the facts as alleged in the draft
conpl aint, other than jurisdictional facts, are true.

This Agreenent contenplates that, if it is accepted by the
Comm ssion, and if such acceptance is not subsequently
w t hdrawn by the Comm ssion pursuant to the provisions of
Section 2.34 of the Coomssion's Rules, the Comm ssion nay,
without further notice to Proposed Respondent, (1) issue its
conpl aint corresponding in formand substance with the draft
of conplaint here attached and its decision containing the
following Order to divest and |icense and to cease and desi st
in disposition of the proceeding, and (2) nake information
public with respect thereto. Wen so entered, the Oder
shall have the sane force and effect and may be altered,
nodi fied, or set aside in the same manner and within the sane
tinme provided by statute for other orders. The O der shall
becone final upon service. Delivery by the United States
Postal Service of the conplaint and deci sion containing the
agreed-to Oder to Proposed Respondent’'s address as stated in
this Agreenent shall constitute service. Proposed Respondent
wai ves any right it nay have to any ot her manner of service.
The conplaint may be used in construing the terns of the
O der, and no agreenent, understanding, representation, or
interpretation not contained in the Order or the Agreenent
may be used to vary or contradict the terns of the Oder.

Proposed Respondent has read the proposed Conplaint and O der
contenpl ated hereby. Proposed Respondent understands t hat
once the Oder has been issued, it will be required to file
one or nore conpliance reports showing it has fully conplied



with the Order. Proposed Respondent further understands that
it my be liable for civil penalties in the anount provided
by law for each violation of the Oder after it becones
final.

ORDER
I .

| T 1S ORDERED that, as used in this Order, the follow ng
definitions shall apply:

A "AHP' or "Respondent" mneans Anerican Home Products
Corporation, its predecessors, subsidiaries, divisions, groups
and affiliates controlled by AHP, and their respective directors,
officers, enployees, agents and representatives, and their
respective successors and assigns.

B. "Sol vay" means Solvay S. A, a corporation organized,
exi sting and doi ng busi ness under the laws of Belgiumwth its
princi pal place of business |ocated at Rue du Prince Al bert, 33,
1050 Brussels, Bel gi um

C. "Acquisition" neans the acquisition by AHP of the ani nal
heal t h busi ness of Solvay pursuant to a letter of intent dated
Sept enber 12, 1996.

D. "InterimTrustee" neans the trustee set forth in
Paragraph 1l11. of this Oder.
E. "Divestiture Trustee" nme ans the trustee set forth in

Paragraph 1V. of this Oder.

F. "Acquirer" neans Schering-P ough, Ltd., ("Schering-
Pl ough") or the entity to whom AHP shal | di vest the Cani ne Lyne
Vacci ne Assets, Canine Corona Virus Vacci ne Assets and Fel i ne
Leukem a Vacci ne Assets pursuant to Paragraph Il. of this Oder.

G "New Acquirer" means the entity to whomthe D vestiture
Trustee shall divest the Sol vay Conpani on Ani mal Vacci ne Assets
pursuant to Paragraph IV. of this Oder.

H. "Comm ssion" neans the Federal Trade Comm ssion.
l. "Cani ne Lyne Vacci ne" means all Sol vay vaccines used to

create and naintain antitoxin levels in dogs to prevent |yne
di sease.



J. "Cani ne Lynme Vacci ne Assets" neans Solvay 's assets and
rights, as of the date AHP signs this Agreenent Containing
Consent Order, relating to the research, devel opnent, manufacture
and sal e of Canine Lyne Vaccine that are not part of Sol vay 'S
physical facilities; provided, however, that for the single
antigen |lynme, "Canine Lyne Vacci ne Assets" does not include, and
AHP may retain, a non-exclusive right for AHP to research
devel op, manufacture and sell products for use in species other
than canines. "Canine Lyne Vacci ne Assets" does not include, and
AHP may retain, co-exclusive rights to all regul atory approval s
relating to sales outside the United States and Canada and a non-
exclusive right for AHP to research, devel op, and nanufacture
Cani ne Lynme Vaccine for sale outside the United States and
Canada.

K. "Cani ne Corona Virus Vacci nes" neans all Sol vay
conbi nati on vacci nes used to create and nmaintain antitoxin |l evels
in dogs to prevent corona virus, including the single antigens
contained therein, individually, or in any conbination.

L. "Cani ne Corona Virus Vacci ne Assets" nmeans Sol vay 'S
assets and rights, as of the date AHP signs this Agreenent
Contai ning Consent Order, relating to the research, devel oprent,
manuf acture and sal e of Canine Corona Virus Vaccines that are not
part of Solvay ’s physical facilities. "Canine Corona Virus
Vacci ne Assets" includes, but is not limted to, any single
antigen included in any Sol vay cani ne corona virus conbi nation
vacci ne and those Sol vay projects relating to inproving any of
the antigens currently in any canine corona virus conbi nation
vacci ne or the research and devel opment of any antigens for
possi bl e inclusion in any cani ne corona virus conbi nation vacci ne
in the future; provided, however, that for the single antigen
corona, "Canine Corona Virus Vacci ne Assets" does not include,
and AHP may retain, a non-exclusive right for AHP to research,
devel op, manufacture and sell products for use in species other
t han cani nes. "Canine Corona Virus Vacci ne Assets" does not
i nclude, and AHP may retain, co-exclusive rights to al
regul atory approvals relating to sales outside the United States
and Canada and a non-exclusive right for AHP to research,
devel op, and manufacture Cani ne Corona Virus Vaccines for sale
outside the United States and Canada.

M "Fel i ne Leukem a Vacci nes" neans all Sol vay conbi nation
vacci nes used to create and maintain antitoxin levels in cats to
prevent feline | eukema, including the single antigens contained
therein, individually, or in any conbination.



N. "Fel i ne Leukem a Vacci ne Assets" nmeans Solvay 's assets
and rights, as of the date AHP signs this Agreenment Contai ning
Consent Order, relating to the research, devel opnent, manufacture
and sal e of Feline Leukem a Vaccines that are not part of
Solvay’s physical facilities. "Feline Leukema Vacci ne Assets"”
includes, but is not limted to, any single antigen in any Sol vay
feline | eukem a conbi nati on vacci ne and Sol vay projects relating
to inproving any of the antigens currently in any feline | eukem a
conbi nati on vacci ne or the research and devel opnent of any
antigens for possible inclusion in any feline | eukema
conbi nation vaccine in the future. "Feline Leukema Vacci ne
Assets" does not include, and AHP may retain, co-exclusive rights
to all regulatory approvals relating to sales outside the United
States and Canada and a non-exclusive right for AHP to research
devel op, manufacture, and sell Solvay 's feline |eukema
conbi nation vaccines with rabies for a period of four years from
the date this O der becones final. "Feline Leukema Vaccine
Assets" does not include, and AHP may retain, co-exclusive rights
to all regulatory approvals relating to sales outside the United
States and Canada and a non-excl usive right to research, devel op,
manuf acture and sell the rabies single antigen. AHP shall have
the exclusive rights to any conbi nation of the rabies antigen
with other AHP antigens. "Feline Leukem a Vaccine Assets" does
not include, and AHP nay retain, co-exclusive rights to al
regul atory approvals relating to sales outside the United States
and Canada and a non-exclusive right for AHP to research,
devel op, manufacture and sell Feline Leukem a Vacci nes outside
the United States and Canada. "Feline Leukem a Vacci ne Assets"
does not include, and AHP nay retain, an exclusive right for AHP
to research, devel op, nmanufacture and sell products incorporating
the feline i munodeficiency virus and feline infectious
peritonitis antigens.

O "Equi ne Vacci nes" neans all Sol vay equi ne vaccines in
conbi nation or single antigen.

P. "Equi ne Vacci ne Assets" nmeans Solvay ’'s assets and rights
as of the date AHP signs this Agreenent Containing Consent O der,
relating to the research, devel opment, manufacture and sal e of
Equi ne Vacci nes manufactured at the Charles Gty Facility that
are not part of Solvay ’s physical facilities. "Equine Vaccine
Assets" includes, but is not limted to, any single antigens
included in any Sol vay equi ne conbi nation vacci ne and t hose
Sol vay projects relating to inproving any of the antigens
currently in any equi ne conbi nation vaccine or the research and
devel opnment of any antigens for possible inclusion in any equine
conbi nati on vacci ne.



Q "Sol vay Conpani on Ani mal Vacci ne Assets" neans Sol vay
assets and rights, including, but not limted to, all inventory
designated for sale in the United States and Canada and 50% of
the inventory designated for sale outside the United States and
Canada, as of the date the D vestiture Trustee divests to the New
Acquirer, relating to the research, devel opnent, nanufacture and
sal e of Canine Lynme Vacci ne Assets, Cani ne Corona Virus Vaccines
Assets, Feline Leukem a Vacci nes Assets and Equi ne Vacci nes
Assets, including the single antigens contained therein,
individually, or in any conbination. "Solvay Conpani on Ani nal
Vacci ne Assets" includes, but is not limted to, the Charles Gty
Facility and at AHP ’'s discretion a supply contract, for a term
not to exceed (3) three years, fromthe date of the divestiture
bet ween AHP and the New Acquirer, to supply AHP (i) any sw ne or
poul try vaccines for sale worldw de, (ii) any Cani ne Lyme
Vacci ne, Canine Corona Virus Vacci nes, and Feline Leukem a
Vaccines for sale by AHP outside the United States and Canada and
(iii) single antigen rabies vaccine and feline | eukema
conbi nati on vacci ne containing rabies for sale worl dw de bei ng
produced at the Charles Gty Facility at the tine of divestiture
to the New Acquirer and priced at each vaccine 's Average Tot al
Cost .

R "Divestiture Agreenent” mneans the agreenent for the sale
of Canine Lyne Vacci ne Assets, Canine Corona Virus Vacci ne Assets
and Fel i ne Leukem a Vacci ne Assets between AHP and an Acquirer or
New Acqui rer.

S. "Charles Gty Facility" neans the facility located in
Charles Gty, lowa, in which Solvay nmanufactures conpani on ani nal
bi ol ogi cal s.

T. "Contract Manufacture Agreenent"” neans an agreement to
manuf act ure Cani ne Lyne Vacci ne, Cani ne Corona Virus Vacci nes,
Fel i ne Leukem a Vacci nes or rabies vaccine by AHP for sale to the
Acqui rer or New Acquirer.

U "Contract Manufacture" means the nanufacture of Canine
Lyme Vaccine, Canine Corona Virus Vacci nes, Feline Leukem a
Vaccines or rabies vaccine by AHP for sale to the Acquirer or New
Acqui rer.

V. "Cost" neans Solvay ’s average direct per unit cost for
each of the single antigens and the conbination vaccines referred
toin Definitions "J", "L" and "N'.

W "USDA" neans the United States Departnent of
Agricul ture.

'S



X. "Average Total Cost" means average direct per unit c ost
including all allocated overhead for each of the sw ne and
poul try vacci nes, Cani ne Lyne Vacci ne, Cani ne Corona Virus
Vacci nes, Feline Leukem a Vacci nes, single antigen rabies vacci ne
and feline | eukem a conbi nation vaccine with rabies referred to
in Definition "Q'.

| T I'S FURTHER ORDERED t hat:

A Respondent shal | divest, absolutely and in good faith,
t he Sol vay Cani ne Lyne Vacci ne Assets, Canine Corona Virus
Vacci ne Assets and the Feline Leukem a Vaccine Assets to (1)
Schering- Pl ough, in accordance with the agreenent dated January
30, 1997, no later than ten (10) days after the date on which
this Oder becones final; or, (2) at no mninmumprice, wthin
ninety (90) days of the date on which this Order becones final,
to an Acquirer that receives the prior approval of the Conm ssion
and only in a manner that receives the prior approval of the
Comm ssion. The purpose of the divestiture of the Cani ne Lyne
Vacci ne Assets, Canine Corona Virus Vacci ne Assets and Fel i ne
Leukem a Vacci ne Assets is to ensure the continued use of the
Cani ne Lynme Vaccine Assets, Canine Corona Virus Vacci ne Assets
and Feline Leukem a Vacci ne Assets in the sane business in which
t he Cani ne Lynme Vaccine Assets, Canine Corona Virus Vaccine
Assets and Feline Leukem a Vacci ne Assets are engaged at the tine
of the proposed Acquisition and to renedy the | essening of
conpetition resulting fromthe proposed Acquisition as alleged in
t he Comm ssion's conpl ai nt.

B. Respondent shall enter into a D vestiture Agreenent with
Schering-Pl ough or an Acquirer that shall include the follow ng
and AHP shall commt to satisfy the follow ng:

1. AHP shall Contract Manufacture and deliver to the
Acquirer (or the New Acquirer, as applicable) in a
timely manner and under reasonable terns and conditions,
a supply of Solvay ’s Cani ne Lyne Vacci ne, Cani ne Corona
Virus Vacci nes and Fel i ne Leukem a Vacci nes specified in
the Divestiture Agreenent at Cost for a period not to
exceed twenty-four (24) nonths fromthe date the
D vestiture Agreenent (or the New Acquirer's D vestiture
Agreenent) is approved, or three (3) nonths after the
date the Acquirer or the New Acquirer obtains al
necessary USDA approval s to manufacture and sell Cani ne



Lynme Vacci ne, Canine Corona Virus Vaccines or Feline
Leukem a Vaccines in the United States, whichever is
earlier; provided, however, that the twenty-four (24)
nmont h period nay be extended by the Comm ssion for one
addi tional period of up to twelve (12) nonths if the
InterimTrustee submts to the Conm ssion the
certification provided for in Subparagraph Il.B.8. of
this Oder.

After AHP commences delivery of the Cani ne Lyne Vaccine,
Cani ne Corona Virus Vaccines and Feline Leukem a
Vaccines to the Acquirer or the New Acquirer pursuant to
Subparagraph 11.B. of this Oder, all Uiited States and
Canadi an i nventory of the Canine Lyne Vacci ne, Cani ne
Corona Virus Vacci nes and Fel i ne Leukem a Vacci nes

acqui red by AHP through the Acquisition may be sold by
AHP only to the Acquirer (or the New Acquirer, as
appl i cabl e).

AHP shal |l nake representations and warranties to the
Acquirer or the New Acquirer that the Canine Lyne

Vacci ne, Canine Corona Virus Vacci nes and Feline

Leukem a Vacci nes supplied pursuant to the Contract
Manuf act uri ng Agreenment by AHP to the Acquirer or the
New Acqui rer neet the USDA approved specifications. AHP
shall agree to indemify, defend and hold the Acquirer
or the New Acquirer harmess fromany and all suits,
clains, actions, demands, liabilities, expenses or

| osses alleged to result fromthe failure of the Cani ne
Lynme Vaccine, Canine Corona Virus Vaccines or Feline
Leukem a Vaccines supplied to the Acquirer or New

Acqui rer pursuant to the Contract Manufacturing
Agreenent by AHP to neet USDA specifications. This
obligation shall be contingent upon the Acquirer or the
New Acquirer giving AHP pronpt, adequate notice of such
claim cooperating fully in the defense of such claim
and permtting AHP to assune the sole control of all
phases of the defense and/or settlenent of such claim
including the selection of counsel. This obligation
shall not require AHP to be liable for any negligent act
or omssion of the Acquirer or the New Acquirer or for
any representations and warranties, express or inplied,
made by the Acquirer or the New Acquirer that exceed the
representati ons and warranti es nmade by AHP to the
Acquirer or the New Acquirer.

During the termof the Contract Manufacturing Agreenent
bet ween AHP and the Acquirer or the New Acquirer, upon



reasonabl e request by the Acquirer, New Acquirer or the
InterimTrustee, AHP shall nake available to the Interim
Trustee all records kept in the normal course of

busi ness that relate to the Cost of nanufacturing Canine
Lynme Vacci ne, Canine Corona Virus Vaccines or Feline
Leukem a Vacci nes.

Upon reasonabl e notice and request fromthe Acquirer or
the New Acquirer to AHP, AHP shal |l provide: (a) such
assi stance and advice as is reasonably necessary to
enabl e the Acquirer or the New Acquirer to obtain al
necessary USDA approvals to manu facture and sell Canine
Lynme Vaccine, Canine Corona Virus Vaccines and Feline
Leukem a Vaccines in the United States; (b) such

assi stance to the Acquirer or New Acquirer as is
reasonably necessary to enable the Acquirer or New

Acqui rer to manufacture Cani ne Lyne Vacci ne, Cani ne
Corona Virus Vaccines and Fel i ne Leukem a Vaccines in
substantially the sane manner and quality enpl oyed or
achi eved by Solvay at the tine the Agreenent Contai ning
Consent Order is signed; and (c) consultation with

knowl edge abl e enpl oyees of AHP and training at either
the Charles Gty Facility or the Acquirer 'S or New
Acquirer’s facility, at the Acquirer ’'s or New Acquirer ’s
option for a period of tinme until the Acquirer or New
Acquirer receives certification fromthe USDA or
abandons its efforts for certification fromthe USDA
sufficient to satisfy reasonably the nmanagenent of the
Acquirer or New Acquirer that its personnel are
adequately trained in the manufacture and sal e of Cani ne
Lynme Vaccine, Canine Corona Virus Vaccines and Feline
Leukem a Vaccines in the United States. Such assi stance
shall include an on-site inspection of the Charles Gty
Facility, at the Acquirer ’'s or New Acquirer 's request,
that is the specified source of supply of the Contract
Manuf acturing. AHP nmay require reinbursenent fromthe
Acquirer or New Acquirer for all its direct out-of-
pocket expenses incurred in providing the services
required by this Subparagraph I1.B.5.

The Divestiture Agreene nt shall require the Acquirer or
the New Acquirer to submt to the Comm ssion, at the
sanme time that the Respondent submts its application
for approval of divestiture, a certification attesting
to the good faith intention of the Acquirer or the New
Acquirer, including an actual plan by the Acquirer or
the New Acquirer, to obtain in an expeditious manner al
necessary USDA approval s to manufacture and sell Cani ne



Lynme Vaccine, Canine Corona Virus Vaccines and Feline
Leukem a Vaccines in the United States.

The Divestiture Agreenent shall require the Acquirer or
the New Acquirer to submt to the InterimTrustee,
periodic verified witten reports setting forth in
detail the efforts of the Acquirer or the New Acquirer
to sell inthe Wnited States, Cani ne Lyme Vacci ne,

Cani ne Corona Virus Vacci nes, and Fel i ne Leukem a

Vacci nes obtai ned pursuant to the Contract Manufacturing
Agreement and to obtain all USDA approval s necessary to
manuf acture and sell its own Cani ne Lynme Vacci ne, Canine
Corona Virus Vaccines and Fel i ne Leukem a Vaccines in
the United States. The D vestiture Agreenent shal
require the first such report to be submtted 60 days
fromthe date the Divestiture Agreenent is approved by

t he Comm ssion and every 90 days thereafter until al
necessary USDA approval s are obtai ned by the Acquirer or
the New Acquirer to manufacture and sell Cani ne Lyme
Vacci ne, Canine Corona Virus Vacci nes and Feline
Leukem a Vaccines in the United States. The Divestiture
Agreenent shall also require the Acquirer or the New
Acquirer to report to the Conmmssion and the Interim
Trustee within ten (10) days of its ceasing the sale in
the United States of Cani ne Lyne Vacci ne, Cani ne Corona
Virus Vacci nes or Feline Leukem a Vacci nes obtai ned
pursuant to the Contract Manufacture Agreenent for any
time period exceeding sixty (60) days or abandoning its
efforts to obtain all necessary USDA approvals to

manuf acture and sell its own Cani ne Lynme Vacci ne, Canine
Corona Virus Vaccines or Feline Leukema Vaccines in the
United States.



8. The Divestiture Agreenment shall provide that the
Comm ssion may termnate the D vestiture Agreenent if
the Acquirer or the New Acquirer: (a) voluntarily
ceases for sixty (60) days or nore the sale of Canine
Lynme Vacci ne, Canine Corona Virus Vaccines or Feline
Leukem a Vacci nes (except for feline | eukem a
conbi nations including the rabies antigen) in the United
States prior to obtaining all necessary USDA approval s
to manufacture and sell Canine Lyne Vacci ne, Cani ne
Corona Virus Vaccines or Feline Leukema Vaccines in the
United States; (b) abandons its efforts to obtain all
necessary USDA approval s to manufacture and sell Cani ne
Lynme Vaccine, Canine Corona Virus Vaccines or Feline
Leukem a Vacci nes (except for feline | eukem a
conbi nations including the rabies antigen)in the United
States; or (c) fails to obtain all necessary USDA
approvals of its own to nmanufacture and sell Canine Lyne
Vacci ne, Canine Corona Virus Vacci nes or Feline Leukem a
Vacci nes (except for feline | eukem a conbi nati ons
including the rabies antigen) in the United States
within twenty-four (24) nonths fromthe date the
Comm ssi on approves the Divestiture Agreenent between
AHP and the Acquirer or the New Acquirer; provi ded,
however, that the twenty-four (24) nonth period nmay be
ext ended by the Comm ssion for one additional period of
up to twelve (12) nonths if the InterimTrustee
certifies to the Coomssion that the Acquirer or the New
Acqui rer made good faith efforts to obtain all necessary
USDA approval s to manufacture and sell Canine Lyne
Vacci ne, Canine Corona Virus Vacci nes and Feline
Leukem a Vaccines in the United States and that such
USDA approval s appear likely to be obtained wthin such
extended tinme peri od.

9. The Divestiture Agreenent shall provide that if it is
termnated, the Canine Lyne Vacci ne Assets, Canine
Corona Virus Vacci ne Assets, and the Feline Leukem a
Vacci ne Assets shall revert back to AHP and the Cani ne
Lynme Vacci ne Assets, Canine Corona Virus Vacci ne Assets,
and the Feline Leukem a Vaccine Assets shall be divested
by the Divestiture Trustee to a New Acquirer pursuant to
the provisions of Paragraph IV. of this Oder.

C Wil e the obligations inposed by Paragraphs I1., 111. or
V. of this Order are in effect, Respondent shall take such
actions as are necessary. (1) to naintain all necessary USDA
approval s to manufacture and sell Cani ne Lyne Vacci ne, Cani ne
Corona Virus Vacci nes, Feline Leukem a Vaccines, including the



single antigen rabies, and Equine Vaccines in the United States;
(2) tomaintain the viability and marketability of the Canine
Lyme Vaccine Assets, Canine Corona Virus Vacci ne Assets, Feline
Leukem a Vacci ne Assets, including single antigen rabies, and
Equi ne Vacci ne Assets, as well as all tangible assets, including
the Charles Gty Facility, used to nmanufacture and sell Canine
Lyme Vaccine, Canine Corona Virus Vacci nes and Fel i ne Leukem a
Vaccines; and (3) to prevent the destruction, renoval, wasting,
deterioration or inpairment of the Canine Lyne Vacci ne Assets,
Cani ne Corona Virus Vacci ne Assets, Feline Leukem a Vaccine
Assets and Equi ne Vacci ne Assets, including the Charles Gty
Facility, used to manufacture and sell Cani ne Lyne Vacci ne,

Cani ne Corona Mirus Vaccines, Feline Leukem a Vacci nes or Equine
Vacci nes except for ordinary wear and tear. Nothing herein shal
prohibit AHP fromtransferring products, including the single
antigen rabies, other than the Cani ne Lynme Vacci ne Assets, Canine
Corona Virus Vacci ne Assets, Feline Leukem a Vacci ne Assets, or
Equi ne Vaccines fromthe Charles Qty Facility to any other AHP
facility.

D. Respondent agrees not to sue the Acquirer or the New
Acquirer for patent infringement with regard to the Acquirer 'S or
the New Acquirer ’s manufacture or sale of Canine Corona Virus
Vacci nes or Feline Leukem a Vacci nes. Respondent agrees not to
acquire the right to sue the Acquirer or the New Acquirer for
patent infringenent wth regard to the Acquirer 's or the New
Acqui rer ’'s manufacture or sale of the Canine Lyne Vacci ne.

L.
I T I'S FURTHER ORDERED t hat:

A At any tine after the Order becones final, the
Comm ssion nay appoint an InterimTrustee to nonitor that AHP and
the Acquirer or New Acquirer, expeditiously performtheir
respective responsibilities as required by this Oder and the
D vestiture Agreenent approved by the Comm ssion. AHP shal
consent to the following terns and conditions regarding the
powers, duties, authorities, and responsibilities of the Interim
Trust ee appoi nted pursuant to this Paragraph:

1. The Comm ssion shall select the InterimTrustee, subject
to the consent of AHP, which consent shall not be
unreasonably wi thheld. |If AHP has not opposed, in
witing, including the reasons for opposing, the
sel ection of any proposed trustee within ten (10) days
after notice by the staff of the Conmssion to AHP of



the identity of any proposed trustee, AHP shall be
deened to have consented to the selection of the
proposed trustee.

The InterimTrustee shall have the power and authority
to nonitor AHP' s conpliance with the terns of this O der
and with the terns of the Dvestiture Agreenent with the
Acqui rer or New Acquirer.

Wthin ten (10) days after appointnent of the Interim
Trustee, AHP shall execute a trust agreenent that,
subject to the prior approval of the Conm ssion, confers
on the InterimTrustee all the rights and powers
necessary to permt the InterimTrustee to nonitor AHP' s
conpliance with the terns of this Order and with the

D vestiture Agreenent with the Acquirer or New Acquirer,
and to nonitor the conpliance of the Acquirer or New
Acqui rer under the D vestiture Agreenent.

The InterimTrustee shall serve until such tine as the
Acquirer or New Acquirer has received all necessary USDA
approval s to manufacture and sell Cani ne Lyne Vacci ne,
Cani ne Corona Mirus Vacci nes, and Feline Leukem a

Vacci nes (except for feline | eukem a conbi nati ons
including rabies) in the United States.

The InterimTrustee shall have full and conpl ete access
to AHP’s personnel, books, records, docunents,
facilities and technical information relating to the
research, devel opnent, manufacture, inportation,
distribution and sal e of Canine Lyne Vacci ne, Cani ne
Corona Virus Vaccines, or Feline Leukem a Vaccines, or
to any other relevant information, as the Interim
Trustee may reasonably request, including, but not
l[imted to, all docunents and records kept in the nornal
course of business that relate to the manufacturing of
Cani ne Lyme Vacci ne, Canine Corona Virus Vacci nes, and
Fel i ne Leukem a Vaccines. AHP shall cooperate with any
reasonabl e request of the InterimTrustee. AHP shall
take no action to interfere with or inpede the Interim
Trustee's ability to nmonitor AHP s conpliance with
Paragraphs II., Ill. and IV. of this Order and the

D vestiture Agreenent between AHP and the Acquirer or
New Acqui rer.

The InterimTrustee sha || serve, w thout bond or other
security, at the cost and expense of AHP, on such
reasonabl e and custonmary terns and conditions as the



10.

Comm ssion nay set. The InterimTrustee shall have
authority to enploy, at the cost and expense of AHP,
such consul tants, accountants, attorneys and ot her
representatives and assistants as are reasonably
necessary to carry out the InterimTrustee's duties and
responsibilities. The InterimTrustee shall account for
all expenses incurred, including fees for his or her
services, subject to the approval of the Conm ssion.

AHP shall indemify the InterimTrustee and hold the
InterimTrustee harnl ess agai nst any | osses, clains,
danmages, liabilities or expenses arising out of, or in
connection with, the perfornmance of the Interim
Trustee's duties, including all reasonable fees of
counsel and other expenses incurred in connection with
the preparations for, or defense of any cl ai mwhether or
not resulting in any liability, except to the extent
that such liabilities, |osses, damages, clains, or
expenses result fromthe m sfeasance, gross negligence,
w llful or wanton acts, or bad faith by the Interim
Trust ee.

If the InterimTrustee ceases to act or fails to act
diligently, a substitute trustee shall be appointed in
t he same nmanner as provided in Subparagraph 111.A 1. of
this Oder.

The Comm ssion may on its own initiative or at the
request of the Interim Trustee i ssue such additiona
orders or directions as nmay be necessary or appropriate
to assure conpliance with the requirenents of this O der
and the Divestiture Agreement with the Acquirer or New
Acqui rer.

The InterimTrustee shall evaluate reports submtted to
it by the Acquirer or the New Acquirer with respect to
the efforts of the Acquirer or the New Acquirer to
obtain all necessary USDA approval s to nmanufacture and
sel|l Cani ne Lynme Vaccine, Canine Corona Virus Vaccines
and Fel ine Leukem a Vaccines. The InterimTrustee shal
report in witing to the Comm ssion every two nonths
concerni ng conpliance by AHP and the Acquirer or New
Acquirer, with the provisions of Paragraphs I1., I11.
and IV. of this Oder and the efforts of the Acquirer or
New Acquirer to obtain all necessary USDA approvals to
manuf acture and sell Canine Lynme Vaccine, Cani ne Corona
Virus Vacci nes, and Feline Leukem a Vaccines in the
United States.



B. If the Conmssion termnates the Dvestiture Ag r eenment
pursuant to Subparagraph 11.B.8. of this Oder, the Comm ssion
may direct the InterimTrustee to seek a New Acquirer, as
provided for in Subparagraph I1.B. 9. of this Oder.

I V.
| T I'S FURTHER ORDERED t hat:

A If AHP fails to divest absolutely and in good faith, and
with the Commssion ’s prior approval: the Cani ne Lyne Vacci ne
Assets, the Canine Corona Virus Vacci ne Assets, and the Feline
Leukem a Vaccine Assets and conply with the requirenents of
Paragraph Il1. of this Order, or if Schering-P ough or the
Acqui rer abandons its efforts or fails to obtain all necessary
regul atory approvals in the manner set out in Paragraph
I1.B.8.(b) and (c), then any executed D vestiture Agreenent
bet ween AHP and Scheri ng- Pl ough or an Acquirer, as applicable,
shall be termnated and the Comm ssion nmay appoint a D vestiture
Trustee to divest the Sol vay Conpani on Ani nal Vacci ne Assets and
execute a new D vestiture Agreenent that satisfies the
requi renents of Paragraph Il. of this Oder. The Dvestiture
Trustee may be the sane person as the InterimTrustee and will
have the authority and responsibility to divest the Sol vay
Conpani on Ani nal Vacci ne Assets absolutely and in good faith, and
with the Commssion ’'s prior approval. The proceeds of any
divestiture by the Dvestiture Trustee shall be for the account
of AHP.

B. If the Conmssion termnates a D vestiture Agreenent and
if a Dvestiture Trustee is appointed or directed by the
Comm ssion or a court pursuant to Subparagraph A of this
Par agraph to divest the Sol vay Conpani on Ani nal Vacci ne Assets to
a New Acquirer, AHP shall consent to the follow ng terns and
conditions regarding the Dvestiture Trustee ’'s powers, duties,
authority, and responsibilities:

1. The Divestiture Trustee shall have the sane
authority and responsibilities with respect to the New
Acquirer as those described in Paragraph I11. of this Oder,

as well as the authority and responsibility necessary to
effect the required divestiture pursuant to this Paragraph.

2. Nei t her the deci sion of the Comm ssion to direct
the D vestiture Trustee, nor the decision of the
Comm ssion not to direct the Dvestiture Trustee, to di vest



any of the assets under Subparagraph A of this Paragraph
shall preclude the Conmssion or the Attorney General from
seeking civil penalties or any other relief available
toit, including a court-appointed trustee, pursuant to

§ 5(1) of the Federal Trade Comm ssion Act, or any other
statute enforced by the Coomssion, for any failure by the
Respondent to conply with this Oder.

3. The Comm ssion shall select the D vestiture
Trustee, subject to the consent of AHP, which consent shall
not be unreasonably w thheld. I|f AHP has not opposed, in

witing, including the reasons for opposing, the selection of
any proposed Divestiture Trustee within ten (10) days after
notice by the staff of the Coomssion to AHP of the identity
of any proposed D vestiture Trustee, AHP shall be deened to
have consented to the selection of the proposed D vestiture
Trustee. The D vestiture Trustee nmay be the sane person as
the InterimTrustee.

4. Subject to the prior approval of the Comm ssion,
the D vestiture Trustee shall have the excl usive power and
authority to divest the Sol vay Conpani on Ani mal Vaccine
Assets to a New Acquirer pursuant to the terns of this O der
and to enter into a Dvestiture Agreenent with the New
Acquirer pursuant to the terns of this Oder, which
D vestiture Agreenent shall be subject to the prior approval
of the Commi ssi on.

5. Wthin ten (10) days after appoi ntnent of the
D vestiture Trustee, AHP shall execute a (or amend the
existing) trust agreenent that, subject to the prior approval
of the Commssion and, in the case of a court-appoi nted
trustee, of the court, transfers to the D vestiture Trustee
all rights and powers necessary to permt the Dvestiture
Trustee to divest the Sol vay Conpani on Ani nal Vacci ne Assets
to a New Acquirer and to enter into a Dvestiture Agreenent
with the New Acquirer.

6. The Divestiture Trustee shall have six (6) nonths
fromthe date the Comm ssi on approves the trust agreenent
described in subparagraph IV.B. 3. of this Order to divest the
Sol vay Conpani on Ani mal Vacci ne Assets and to enter into a
D vestiture Agreenent with the New Acquirer that satisfies
the requirenents of Paragraph Il. of this Oder. |If,
however, at the end of the applicable six (6)nonth period,
the Divestiture Trustee has submtted to the Coomssion a
pl an of divestiture or believes that divestiture can be
achieved within a reasonable tine, such divestiture period



may be extended by the Comm ssion, or, in the case of a
court-appointed trustee, by the court; provi ded, however,
Comm ssion may extend such divestiture period only two (2)
times.

7. The Divestiture Trustee shall have full and
conpl ete access to the personnel, books, records and
facilities of AHP related to the manufacture, distribution,
or sale of the Canine Lyne Vacci ne, Canine Corona Virus
Vacci nes and Fel i ne Leukem a Vaccines or to any ot her
relevant information, as the D vestiture Trustee nmay request.
AHP shal | devel op such financial or other infornation as the
D vestiture Trustee nmay request and shall cooperate with the
D vestiture Trustee. AHP shall take no action to interfere
with or inpede the D vestiture Trustee's acconplishnent of
his or her responsibilities.

8. The Divestiture Trustee shall use reasonabl e
efforts to negotiate the nost favorable price and terns
avai |l able in each contract that is submtted to the
Comm ssi on, subject to AHP s absol ute and unconditi onal
obligation to divest at no mninmnumprice and the D vestiture
Trustee’s obligation to expeditiously acconplish the renedi al
purpose of the Order; to assure that AHP enters into a
D vestiture Agreenent that conplies with the provisions of
Paragraph V. A ; to assure that AHP conplies with the
remai ni ng provisions of Paragraphs IV. of this Oder; and to
assure that the New Acquirer obtains all necessary USDA
approval s to manufacture and sell Cani ne Lyne Vacci ne, Cani ne
Corona Virus Vaccines, and Feline Leukem a Vaccines in the
United States. The divestiture shall be nmade to, and the
D vestiture Agreenent executed with, the New Acquirer in the
manner set forth in Paragraph Il1. of this Oder; provi ded,
however, if the Divestiture Trustee receives bona fide offers
fromnore than one acquiring entity, and if the Comm ssion
determnes to approve nore than one such acquiring entity,
the Divestiture Trustee shall divest to the acquiring entity
sel ected by AHP from anong t hose approved by the Conm ssion.

9. The Divestiture Trustee shall serve, w thout bond
or other security, at the cost and expense of AHP, on such
reasonabl e and custonmary terns and conditions as the
Comm ssion or a court may set. The Divestiture Trustee shall
have the authority to enploy, at the cost and expense of AHP,
such consul tants, accountants, attorneys, investnment bankers,
busi ness brokers, appraisers, and other representatives and
assistants as are necessary to carry out the D vestiture
Trustee's duties and responsibilities. The Dvestiture

t he



Trustee shall account for all nonies derived fromthe
divestiture and all expenses incurred. After approval by the
Comm ssion and, in the case of a court-appointed trustee, by
the court, of the account of the trustee, including fees for
his or her services, all renmaining nonies shall be paid at
the direction of AHP. The D vestiture Trustee's conpensation
shal|l be based at least in significant part on a comm ssion
arrangenent contingent on the D vestiture Trustee's |ocating
a New Acquirer and assuring conpliance with this Oder.

10. AHP shall indemmify the D vestiture Trustee and
hold the D vestiture Trustee harnm ess agai nst any | osses,
clains, danages, liabilities, or expenses arising out of, or
in connection with, the performance of the D vestiture
Trustee's duties, including all reasonable fees of counsel
and ot her expenses incurred in connection with the
preparation for, or defense of any claim whether or not
resulting in any liability, except to the extent that such
liabilities, |osses, danages, clains, or expenses result from
m sf easance, gross negligence, wllful or wanton acts, or bad
faith by the D vestiture Trustee.

11. If the Dvestiture Trustee ceases to act or fails
to act diligently, a substitute trustee shall be appointed in
t he same nmanner as provided in Paragraph IV. of this Oder.

12. The Commssion or, in the case of a court-appoi nted
trustee, the court, may on its own initiative or at the
request of the D vestiture Trustee issue such additional
orders or directions as nmay be necessary or appropriate to
comply with the terns of this Oder.

13. The Divestiture Trustee shall have no obligation or
authority to operate or maintain the Sol vay Conpani on Ani nal
Vacci ne Assets.

14. The Divestiture Trustee shall report in witing to
AHP and the Commi ssion every two nonths concerning his or her
efforts to divest the relevant assets, AHP s conpliance with
the terns of this Order, and the New Acquirer 's efforts to
obtain all necessary USDA approval s to nmanufacture and sell
t he Cani ne Lyne Vaccine, Canine Corona Virus Vaccines and
Fel i ne Leukem a Vacci nes.

I T I'S FURTHER ORDERED t hat:



A Wthin sixty (60) days of the date this O der becones
final and every ninety (90) days thereafter until AHP has fully
conplied wth the provisions of Paragraphs Il., Ill. and IV. of
this Oder, AHP shall submt to the Comm ssion a verified witten
report setting forth in detail the manner and formof which it
intends to conply, is conplying, and has conplied wth these
Paragraphs of this Order. AHP shall include in its conpliance
reports, anong other things that are required fromtine to tine,
a full description of the efforts being nmade to conply with these
Par agraphs of this Oder, including a description of al
substantive contacts or negotiations for acconplishing the
divestiture and entering into the D vestiture Agreenent required
by this Oder, including the identity of all parties contacted.
AHP shall include in its conpliance reports copies of all witten
communi cations to and fromsuch parties, all internal nenoranda,
and all reports and recomrendati ons concerning the D vestiture
Agreenent required by Paragraph I1.

B. Ohe (1) year fromthe date this O der becones final and
annual 'y until AHP has conplied with all terns of this Oder or
until the Acquirer or New Acquirer has obtained all necessary
USDA approval s to manufacture and sell Cani ne Lyne Vacci ne,

Cani ne Corona Virus Vaccines and Feline Leukem a Vaccines in the
United States, and at such other tinmes as the Comm ssion nay
require, AHP shall file a verified witten report with the

Comm ssion setting forth in detail the manner and formin which
it has conplied and is conplying with this Oder.

V.

| T 1S FURTHER ORDERED that, for the purpose of determning or
securing conpliance with this Order, and subject to any legally
recogni zed privilege, upon witten request and on reasonabl e
noti ce to Respondent, Respondent shall permt any duly authorized
representati ves of the Comm ssion:

A Access, during office hours and in the presence of
counsel, to inspect and copy all books, |edgers, accounts,
correspondence, nenoranda and ot her records and docunents in the
possession or under the control of Respondent, relating to any
matters contained in this consent order; and

B. Upon five (5) days' notice to Respondent, and wi thout
restraint or interference fromRespondent, to interview officers
or enpl oyees of Respondent, who may have counsel present,
regardi ng such nmatters.



VII.

| T 1S FURTHER ORDERED t hat Respondent shall notify the
Comm ssion at least thirty (30) days prior to any change in
Respondent such as dissol ution, assignnent or sale resulting in
t he energence of a successor, the creation or dissolution of
subsi diaries or any other change that may affect conpliance
obligations arising out of the Oder.

Signed this day of , 1997.

FEDERAL TRADE COVWM SSI ON AVERI CAN HOVE PRODUCTS

BUREAU OF COVPETI TI ON CORPORATI ON

By: By: _
Counsel for the Federal Louis L. Hoynes, Jr.
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Ceneral Counsel

APPROVED:

Ann Ml est er Bl liot Feinberg

Assistant D rector Assi stant General Counsel

Ceorge S. Cary
Seni or Deputy D rector
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Arnold & Porter
WIlliamJ. Baer Counsel for Anerican Homre
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Bureau of Conpetition

UNI TED STATES OF AMERI CA
BEFORE FEDERAL TRADE COWM SSI ON

In the Matter of




American Hone Products Corporation, Docket No
a corporation.

COVPLAI NT

The Federal Trade Comm ssion ( “Comm ssion ”), having reason to
bel i eve that Respondent, American Hone Products Corporation
(“AHP”), a corporation subject to the jurisdiction of the
Comm ssion, has agreed to acquire the ani mal heal th busi ness of
Solvay S.A ("Solvay ”), a corporation subject to the jurisdiction
of the Comm ssion, in violation of Section 7 of the d ayton Act,
as anended, 15 U S.C § 18, and Section 5 of the Federal Trade
Comm ssion Act, as anended, 15 U S.C § 45, and it appearing to
the Conm ssion that a proceeding in respect thereof would be in
the public interest, hereby issues its Conplaint, stating its
charges as foll ows:

. DEFIN TI ONS

1. "Canine Lynme Vaccines" neans all vaccines used to create and
maintain antitoxin levels in dogs to prevent |yne di sease.

2. "Canine Corona Virus Vacci nes" nmeans all conbi nation vacci nes
used to create and maintain antitoxin levels in dogs to
prevent corona virus, including the single antigens contained
therein, individually, or in any conbination.

3. "Feline Leukem a Vacci nes" neans all conbi nati on vacci nes
used to create and maintain antitoxin levels in cats to
prevent feline | eukema, including the single antigens
contained therein, individually, or in any conbination.

4. "Respondent" means AHP.
1. RESPONDENT

5. Respondent AHP is a corporation organi zed, existing, and
doi ng busi ness under and by virtue of the laws of the state
of Delaware, with its principal place of business |ocated at
Five A@ralda Farns, Mdison, New Jersey 07940.

6. Respondent is engaged in, anong other things, the research
devel opnment, nmanufacture and sal e of Cani ne Lynme Vacci nes,
Cani ne Corona Virus Vaccines, and Feline Leukem a Vacci nes.



10.

11.

12.

Respondent is, and at all tines rel evant herein has been,
engaged in commerce as "commerce” is defined in Section 1 of
the dayton Act, as anended, 15 U S. C § 12, and is a
corporation whose business is in or affects commerce as
"comrerce" is defined in Section 4 of the Federal Trade
Comm ssion Act, as anended, 15 U S C § 44.

I11. THE ACQUI RED COVPANY

Solvay is a corporation organi zed, existing, and doi ng

busi ness under and by virtue of the laws of Belgium with its
princi pal place of business |ocated at Rue du Prince Al bert,
33, 1050 Brussels, Bel gium

Sol vay i s engaged in, anmong other things, the research,
devel opnent, nmanufacture and sal e of Cani ne Lynme Vacci nes,
Cani ne Corona Virus Vaccines, and Feline Leukem a Vacci nes.

Solvay is, and at all times relevant herein has been, engaged
in conmerce as "conmmerce"” is defined in Section 1 of the

d ayton Act, as anmended, 15 U S C § 12, and is a corporation
whose business is in or affects cormerce as "conmmerce" is
defined in Section 4 of the Federal Trade Conm ssion Act, as
anended, 15 U S. C § 44.

V. THE ACQUI SI TI ON

On Cctober 31, 1996, AHP entered into a Purchase Agreenent
with Solvay to purchase Solvay ’'s entire aninmal health
busi ness for approximately $463 nillion ("Acquisition").

V. THE RELEVANT MARKETS
For purposes of this Conplaint, the relevant |ines of
commerce in which to analyze the effects of the Acquisition
are:

(a) t he research, devel opnent, nmanufacture and sal e of
Cani ne Lyme Vacci nes;

(b) the research, devel opnent, nmanufacture and sal e of
Cani ne Corona Mirus Vacci nes; and

(c) the research, devel opnent, nmanufacture and sal e of
Fel i ne Leukem a Vacci nes.



13.

14.

15.

16.

17.

18.

19.

For purposes of this Conplaint, the United States is the
rel evant geographic area in which to anal yze the effects of
the Acquisition in the relevant |ines of commrerce.

VI. STRUCTURE OF THE MARKETS

The market for the research, devel opnent, nmanufacture and
sal e of Canine Lyne Vaccines is highly concentrated as
nmeasured by the Herfindahl -H rschman Index ("HH"). The post
nmerger HH is 8,042 points, which is an increase of 1,976

poi nts over the prenerger HH level. AHP and Solvay are two
of only three suppliers of Canine Lyne Vaccines in the United
States.

AHP and Sol vay are actual conpetitors in the rel evant narket
for the research, devel opnent, manufacture and sal e of Cani ne
Lyme Vaccines in the United States.

The market for the research, devel opnent, nmanufacture and
sal e of Canine Corona Virus Vaccines is highly concentrated
as neasured by the HH. The post nerger HH is 5,496 points,
which is an increase of 809 points over the premerger HH
level. AHP and Solvay are two of only a small nunber of
suppliers of Canine Corona Virus Vaccines in the United
States. Wth the exception of Solvay, other suppliers of
Cani ne Corona Virus Vaccines |icense fromAHP the right to
manuf acture and sell their vaccines.

AHP and Sol vay are actual conpetitors in the rel evant narket
for the research, devel opnent, nmanufacture and sal e of
Cani ne Corona Virus Vaccines in the United States.

The market for the research, devel opnent, nanufacture and
sal e of Feline Leukem a Vaccines is highly concentrated as
neasured by the HH. The post nmerger HH is 6,980 points,
which is an increase of 3,353 over the prenerger HH |evel.
AHP and Solvay are two of only three suppliers of Feline
Leukem a Vaccines in the United States.

AHP and Sol vay are actual conpetitors in the rel evant narket
for the research, devel opnent, manufacture and sal e of
Fel ine Leukema Vaccines in the United States.



20.

21.

22.

23.

24.

VI1. BARRI ERS TO ENTRY

Entry into the research, devel opnent, nanufacture and sal e of
Cani ne Lynme Vaccines and Cani ne Corona Virus Vaccines is
difficult and time consum ng, requiring the expenditure of
significant resources over a period of many years with no
assurance that a viable commercial product will result. The
exi stence of broad patents governing the nmanufacture of such
products conpounds the difficulty of new entry.

Entry into the research, devel opnent, nanufacture and sal e of
Fel i ne Leukem a Vaccines is difficult and tine consum ng,
requiring the expenditure of significant resources over many
years with no assurance that a viable commercial product will
resul t.

The need to obtain approvals by the United States Department
of Agriculture to manufacture and sell aninal vaccines in the
United States further lengthens the tine required to enter
the rel evant nmarkets.

VIl1l. EFFECTS OF THE ACQUI SI TI ON
The effects of the Acquisition, if consummated, may be

substantially to | essen conpetition and to tend to create a
nmonopoly in the relevant nmarkets in violation of Section 7 of

the dayton Act, as anmended, 15 U S.C § 18, and Section 5 of

the FTC Act, as anended, 15 U S. C § 45, in the foll ow ng
ways, anong ot hers:

(a) by elimnating actual, direct, and substantia
conpetition between AHP and Sol vay in the rel evant
mar ket s;

(b) by increasing the likelihood that AHP will unilaterally
exerci se market power in the rel evant narkets; and

(c) by increasing the likelihood of collusion or coordinated
action anong the renaining firnms in the rel evant
mar ket s.

I X. VI CLATI ONS CHARGED

The Acquisition agreenent described in Paragraph 11
constitutes a violation of Section 5 of the FTC Act, as
anended, 15 U S.C § 45.



25. The Acquisition described in Paragraph 11, if consummat ed,
woul d constitute a violation of Section 7 of the A ayton Act,
as anmended, 15 U S.C § 18, and Section 5 of the FTC Act, as
anmended, 15 U S.C  § 45.

WHEREFCRE, THE PREM SES CONS|I DERED, the Federal Trade
Comm ssion on this day of A D, 1997, issues its
Conpl ai nt agai nst sai d respondent.

By the Conm ssi on.

Donald S. dark
Secretary

SEAL:

| SSUED:

ANALYSI S OF PROPCSED CONSENT ORDER
TO Al D PUBLI C COMVENT

The Federal Trade Comm ssion ("Comm ssion") has accepted,
subject to final approval, an agreenent containing a proposed
Consent Order from Anerican Hone Products Corporation ("AH")
under which AHP woul d di vest Sol vay S. A 's (" Sol vay") canine |yne
vacci ne, cani ne corona virus conbi nati on vacci nes and feline
| eukem a conbi nati on vacci nes. The agreenent is designed to
remedy the anticonpetitive effects resulting from AHP 'S
acqui sition of Solvay ’s aninal health business.

The proposed Consent Order has been placed on the public
record for sixty (60) days for reception of comrents by
interested persons. Comments received during this period wll
becone part of the public record. After sixty (60) days, the
Comm ssion will again review the agreenent and the comments
received and w Il decide whether it should w thdraw fromthe
agreenent or nake final the agreenent 's proposed O der.

The proposed conpl aint alleges that the proposed acquisition,
i f consummated, would constitute a violation of Section 7 of the
d ayton Act, as anmended, 15 U S. C § 18, and Section 5 of the FTC
Act, as anended, 15 U S.C § 45, in the markets for canine |yme
vacci ne, cani ne corona virus conbi nati on vacci nes and feline
| eukem a conbi nati on vacci nes.



The cani ne | yne, canine corona virus conbination and feline
| eukem a conbi nati on vaccines are the only effective nethod to
prevent certai n conpani on ani mal di seases. These vacci nes work
by exposing the host animal ’s own i mMmune systemto specific
antigens for the disease. These antigens in turn stimulate the
i mmune system’s production of antibodies, which protect the host
ani mal against future exposure to the di sease.

Conpani on ani mal vacci ne nmanufacturers sell vacci nes such as
canine | ynme, canine corona virus conbi nation and feline | eukem a
conbi nation to veterinarians, who then charge consuners when they
bring their conpanion aninmals in for treatnment. Veterinarians
rely on conpetition anong the vacci ne manufacturers to drive down
the cost of services they provide. Wiere a single vaccine
manuf acturer controls a | arge share of a vaccine nmarket, that
manuf acturer is able to extract higher prices as a result.

AHP’s proposed acquisition of Solvay ’s aninmal heal th business
woul d give the conbined entity a domnant position in the canine
| yme, canine corona virus conbination and feline | eukem a
conbi nati on vacci ne narkets. As a result, the conbined entity
woul d have the ability to raise prices in each of these narkets.

Furthernore, entry into these markets is difficult and tine

consum ng because of |engthy devel opnent periods and the need for
approvals by the United States Departnment of Agriculture ("USDA")
and is unlikely to offset the conpetitive harmthat would result
fromthe conbi nati on of AHP and Solvay ’s aninal heal th busi ness.

The proposed consent order requires AHP to divest certain
assets to Schering-P ough, Ltd. ("Schering-Plough") relating to
Sol vay’s canine | yne, canine corona virus conbination and feline
| eukem a conbi nati on vacci nes including, but not limted to,
master seeds and cell stock, know how, intellectual property and
research and developnent. |In addition, AHP is required to assi st
Schering-Pl ough in obtaining USDA certification. These assets in
t he hands of Schering-Plough are sufficient to replace the | ost
conpetition that would result fromthe acquisition. Public
comments regarding all aspects of the proposed divestiture to
Schering-Plough will be considered with other comments on the
proposed O der.

Under the proposed Order, if Schering-Pl ough ceases to sel
contract manufactured cani ne |yne, canine corona Vvirus
conbi nation and feline | eukem a conbi nati on vaccines prior to
obt ai ning USDA certification, abandons its efforts to obtain USDA
approval, or fails to obtain tinmely USDA approval, or in the
event AHP fails to divest the assets absolutely and in good



faith, the Commssion nmay termnate the divestiture agreenent and
appoint a trustee to divest Solvay ’s canine |yme vaccine, canine
corona virus conbi nation vaccines, and feline | eukema

conbi nati on vaccines, as well as Solvay 's Charles Gty Facility
and equi ne vaccines. The crown jewel provision also includes, at
AHP’s discretion, a supply contract for a termnot to exceed (3)
three years fromthe date of the divestiture, which requires the
new acquirer to supply AHP (i) any swi ne or poultry vaccines for
sale worldwi de, (ii) any canine |yne vacci ne, cani ne corona Vvirus
conbi nati on vacci nes and feline | eukem a conbi nati on vacci nes for
sale by AHP outside the United States and Canada and (iii) single
antigen rabi es vaccine and feline | eukem a conbi nati on vacci ne
with rabies for sale worldw de being produced at the Charles Gty
Facility at the time of divestiture, priced at each vaccine 'S
average total cost. This crown jewel provision will ensure that
a trustee can divest a package of assets that is sufficiently
attractive to potential buyers.

Under the provisions of the proposed Oder, AHP is also
required to provide the Comm ssion with a report of conpliance
with the divestiture provisions of the Oder within sixty (60)
days followng the date this O der becones final, and every
ninety (90) days thereafter until AHP has fully conplied with the
divestiture provisions of the proposed O der.

The purpose of this analysis is to facilitate public comrent
on the proposed Oder, and it is not intended to constitute an
official interpretation of the agreenment and proposed Order or to
nodify in any way their terns.

Concurring Statenent of Conm ssioner Mary L. Azcuenaga
in Arerican Hone Products Corp ., File No. 971-0009

| concur in the decision to accept the consent agreenent for
public comrent and wite separately to invite conment on whet her
and when the Conm ssion should require the firmdivesting assets
to give up patent rights beyond those acquired in the transaction
at issue. Paragraph I D of the proposed order requires Amrerican
Home Products (AHP) not only to license the intellectual property
that it acquired fromSolvay S. A, but also to agree not to sue
the acquiring firmfor infringement of vaccine patents that AHP
owned before the acquisition. The firm purchasing the divested
assets will obtain Solvay ’'s intellectual property free and clear
of any claimthat the Sol vay vacci nes infringe AHP 'S patents.
Shoul d the Conm ssion resol ve the patent dispute regarding



whet her Sol vay ’s vaccines infringed AHP ’s patents, and if so, how
shoul d such a di spute be resol ved?



